
















ALEXANDER GUBER, 
VALERI CHICHKANOV 



(Lessons of industrialization in the USSR) 


N0\70^ffl 


Moscow, 1990 





0503020500 


Copyright © Valeri Chichkanov and Alexander Guber, 1990 








This book comprises a diaiogue between an economist 
and a journaiist speciaiizing in economics. Being coequais 
and oid friends who share many views, they do not so much 
argue as compiement each other. Vaieri Chichkanov, 
Corresponding Member of the USSR Academy of Sciences 
and Director of the Economics institute of the Urais Branch 
of the USSR Academy of Sciences,' and Aiexander Guber, 
commentator for the weekiy magazine New Times, have 
written articies together more than once in the periodicai 
press, in 1988 the APN Pubiishing House pubiished their 
book deaiing with the economic probiems of Siberia and 
the Far East. 


' V, Chichkanov was recently appointed Deputy Chairman of the 
Council of Ministers of the Russian Federation. 







INDUSTRIALIZATION OF THE USSR 
IN THE MIRROR OF PERESTROIKA 


Alexander Guber; Industrialization, no matter how we 
look at it, certainly had a decisive effect on the subsequent 
history of our country. What was this influence which can 
be felt even to this day? It can hardly be characterized in 
black-and-white terms, as being something only positive, 
as was the case in the past, or unconditionally negative, as 
is the fashion today. 

Valeri Chichkanov: It is good that you have begun with 
this point, for it is essential, I think, to avoid the often- 
repeated and simplistic interpretations that range from 
Stalin the man behind all our victories to Stalin the single 
perpetrator of all our misfortunes. We are dealing with a 
phenomenon that transformed an immense country beyond 
recognition. Industrialization was carried out by scores of 
millions of people, most of whom believed that they were j 
performing a sacred duty vitally necessary for their country, j 

A.G. Some ten years ago I wrote a booklet for this 
publishing house entitled How the USSR Built a Heavy 
Industry. During my work on it I not only studied many ^ 
documents to which I had access at that time but also met I 
people who actually participated in the industrialization, the 
builders of automobile and tractor plants on the Volga, of 
an iron and steel plants in the Urals, of a hydroelectric 
station on the Dnieper... I will never forget the talks I had 
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with these people. They had sweated their guts out, often 
lacked food and sleep, lived in tents during Siberian 
winters and nevertheless recall this as the happiest time of 
their life. 

V.Ch. I know this book of yours. It can generally be said 
to reflect the level of our social thought of the late 70s. We 
now know much more about those times and have a 
different view of many things. But what you wrote about 
the rank-and-file heroes of industrialization fully conforms 
to my opinion then and now. People were content with the 
barest minimum and did not spare themselves toiling for the 
sake of the idea. Today most of them would be regarded as 
regular oddities. 

A.G. There are, of course, fewer and fewer people today 
willing to work for simply an idea. People wish to lead 
normal lives and see no reason why they should continue 
the ascetic way of living typical of the 30s and the 40s. If 
socialism is for people why should they deny themselves 
everything? 

Many of our present-day problems, not only economic 
and social, but also ideological and moral, have their roots 
in the times of industrialization, collectivization and the 
cultural revolution. Those were years when our people 
performed great exploits and also lived through a time of 
great tragedy. Let us try to review the past from both angles. 

V.Ch. Not so long ago many people felt they knew the 
history of those years. Their salient features were the "storm 
and assault" of the first five-year plans, the industrial giants, 
the spectacular feats of Soviet airmen, the enthusiasm of 
"shock brigades" and the fantastic labor records of in¬ 
dividual workers... But this was not the whole truth of those 
times, and we can now say that we have a better view of 
the tragic pages. 

The dialectic of that infinitely complex period still requires 
historians, political scientists and sociologists to study for a 
long time the phenomenon of mass labor ecstasy which 
later became a tragedy, to comprehend the social alogism 
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of facts and situations which turned enthusiasts of a new 
society into victims of Stalin's iniquity. 

A.G. Let us avoid the obvious and choose an approach 
which, though seemingly narrow, should be sufficient for 
seeing in a different light and a different coloring what is 
well and not so well known of the past. 

We are, I repeat, in the process of learning a great deal 
more about numerous things, and these days of perestroika, 
glasnost and the restoration of historical truth are a time not 
only for stating facts but also for deeply comprehending 
them. 


THE FIRST STEPS 


V.Ch. I would like to begin our talk about industriali¬ 
zation with a brief reference to the GOELRO plan.*’ It was 
discussed at the 8th All-Russia Congress of Soviets in 
December 1920 and was described as the "party's second 
program". The plan's target was not only to rehabilitate the 
ruined national economy within 10-15 years but also to 
raise it to an advanced technological level of that time. The 
objective was the industrial transformation of the country 
that would ensure an extensive and efficient use of ma¬ 
chines and industrial methods in agriculture, construction 
and all types of transport. 

The GOELRO plan was also intended, in keeping with 
Lenin's idea, not only to make Soviet Russia an industrially 
advanced country but also to ensure the state guidance of 
the "population's industrialization", i.e., the growth of 
towns and of the share of townsfolk, above all, the working 
class. The main goal was formulated clearly and exhaus- 


* This and other notes are explained at the end of the book. 
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lively as that of "bringing the front of our economy in line 
with the achievements of our political system". 

A.G. The implementation of the program of history's first 
planned industrialization had to be started in conditions of 
transition to the New Economic Policy (NEP)^ which 
brought into being multi-form economy, commodity- 
money relations, market operations, and competition with 
capitalist elements of the economy. Our scholars unfortu¬ 
nately have almost nothing to show about what was done 
in the industrial sphere in those conditions. Historians seem 
to be in a hurry to describe the successful struggle against 
the private businessman, the nepman, about the prompt 
elimination of market anarchy. This means that we remain 
true to the traditions of those politicians whose opinion was 
reflected in 1929 by Stalin who promised bluntly, as was 
often his custom, "to send NEP to the devil". 

V.Ch. Such attitudes hindered to no small degree the 
implementation of cost-accounting in industry during the 
20s. 

Managerial miscalculations brought about a marketing 
crisis as early as 1923. Stocks of unsold goods grew 
because their prices were too high for the mass consumer, 
above all the multi-million peasantry. Thus life itself con¬ 
firmed the impermissibility of stepping up industrial de¬ 
velopment mainly at the expense of the village. But in 1924 
the slogan of "primary socialist accumulation" precisely at 
the expense of the peasantry was again flaunted in the 
pages of the press. According to witnesses, Alexei Rykov^ 
was beside himself when he read an article by Yevgeni 
Preobrazhensky* advocating the funds for industrialization 
to be drawn mainly from the peasants. "What the devil is all 
this?” he fumed. "Could anyone think up anything worse 
for mortally compromising socialism? The village is to him 
(Preobrazhensky— Ed), only a milch cow for industry." 

Stalin held the same position as Rykov at that time. But 
while defending these views in order to bolster his own 
authority he often resorted to perfidious tricks. More and 
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more frequently the statements of the General Secretary of 
the Central Committee intended for wide audiences differed 
from his concrete actions. Restrictions of democracy and 
glasnost hindered the drawing up of a correct economic 
policy and curbed the initiative of creative scholars, en¬ 
gineers and workers. 

These circumstances are essential if we are to properly 
understand the nature of the drafting of the course of 
industrialization, which was reflected at the 14th Congress 
of the All-Union Communist Party (Bolsheviks).^ 

A.G. The 14th Party Congress (December 1925) has for 
decades been invariably referred to in our literature as the 
industrialization congress. That is how the congress was 
first described by Stalin in 1930, almost five years after it 
was held. The Brief Course of the History of the AUCP(B). 
which was issued later, in 1938, stated that the congress 
had adopted "Stalin's plan of socialist industrialization". 

It would be useless, however, to seek such definitions by 
Stalin in materials published immediately after the congress. 
For instance, not a word was said about a course for 
industrialization in the "Outline of a Report", approved by 
the Politburo, intended for the propaganda of the decisions 
of the 14th Congress, to which an extensive text was 
appended. In fact no mention was made of the term in the 
paper, although it did discuss matters of economic con¬ 
struction. It was also characteristic that when Stalin's work 
Concerning Questions of Leninism was published in early 
1926 it summed up the results of the congress but had 
nothing to say about the course industrialization should 
take. This and many other instances revealed Stalin's time¬ 
serving schemes and his dexterous manipulation of facts. 
Now what was the situation really like? 

V.Ch. By the mid-20s our economy, rolling on the rails 
of NEP, was approaching the output figures of 1913. The 
rehabilitation of the national economy was being rapidly 
completed. The next task was not so much the moderni¬ 
zation of the operating factories, mines and oilfields as the 
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construction of new enterprises. Our country still remained 
an agrarian, peasant land where the main mass of the 
people were engaged in manual labor and where un¬ 
employment was mounting in towns while villages were 
overpopulated. 

The necessity of launching new construction was reflected 
in the decisions of the 14th Party Conference and of the 3rd 
Congress of the Soviets of the USSR, in documents of the 
State Planning Commission and in newspaper and magazine 
articles in 1925. The most zealous advocate of concentrating 
forces in the sphere of state industry was Lev Trotsky® who 
worked at that time at the Supreme Council of National 
Economy of the USSR.’ He wrote that the successes of 
rehabilitation were bringing our country to the starting line 
from which would begin a real economic competition with 
world capitalism, which added special significance to the 
problem of the rates of development. By his reckoning the 
sum total of the advantages of Soviet power would enable 
the country to double, triple or even faster to accelerate its 
industrial growth compared to prerevolutionary Russia. This 
meant an approximately 18-20 percent increase of annual 
output. Trotsky's opponents regarded this approach as a 
vehement appeal for superindustrialization which could de¬ 
prive the countryside of vast amounts of money, alienate 
industry from agriculture and break up the alliance between 
the working class and the peasantry. 

A.G. Meanwhile, the development of industrialization 
enhanced solvent demand for agricultural produce and 
required its higher efficiency. In order to raise the efficiency 
of agriculture on the basis of cooperation it was necessary 
to buy farm machinery abroad, for which hard currency was 
needed. To obtain this currency it was necessary to step up 
agricultural export, and to provide grain for this export it 
was necessary to supply the farmer with manufactured 
goods and raise the efficiency of farming, which, in turn, 
required the development of industry. Thus the circle was 
completed. 
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These and other contradictions were gradually aggra¬ 
vated as extended reproduction made headway, they "burst 
out" in the form of the crises of 1923, 1925-1926 and 
1928-1929, "exploded" the NEP system and resulted in the 
establishment of the command-and-administrative system. 

V.Ch. It seems to me that when studying objective 
factors we do not place enough stress on subjective factors. 
It was not until Stalin found himself to be the complete 
master of the situation and made sure that the Party had 
become "an order of the Knights of the Sword", as was his 
dream, that he began to pursue a policy which he would 
continue later on. 

Were there objective conditions for continuing NEP or 
only for the rapid deployment of an administrative-and- 
command system? I think that possibilities existed for both. 
The decision depended on the subjective factor. This is, 
probably, one of the principal lessons for today when 
struggle is also being waged for and against perestroika. 
While there are objective possibilities for various ways of 
development, the decision will finally rest with the subject¬ 
ive factor. This is what makes the lessons of the 1920s so 
important. 


STORM AND ASSAULT 


A.G. When the very idea was conceived that socialism 
could be built quickly, it stemmed from the experience of 
the preceding period. The method of pressure, storm and 
assault justified itself during the Civil War® and communists 
recalled how they defeated their enemies by this method. 
The natural question was why could this method not be 
applied to peaceful construction? Many thought this quite 
possible. However, most important was the fact that this 
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was the only way many could act. The flexible and subtle 
maneuvering under the conditions of NEP, of the complex 
and contradictory, crisis-ridden economy naturally deman¬ 
ded a different level of training and culture. Besides, as we 
have already pointed out, revolutionary impatience was 
combined with an inability to use anything other than 
forceful methods of settling problems. 

The attitudes of economic extremism mounting in the 
Party were incompatible with NEP. "Extreme measures," 
Nikolai Bukharin® said in April 1929, "are the abolition of 
NEP, even though temporary, of course. Extreme measures 
as a system rule out NEP." 

V.Ch. Let us offer the reader a somewhat different angle 
and touch on the question of NEP's potential, of one of the 
tendencies which was inherent in it and yet which was not 
developed. This is particularly relevant for our own time. In 
1926 the AUCP(B) Central Committee received a letter in 
connection with the austerity campaign which was then 
being conducted in the country. Its author was S. Klimenko, 
a former worker, a Party member from 1902, who had 
experience of party, managerial and trade-union work. His 
long reflections on the economic mechanism then operat¬ 
ing in industry led him to ideas which were consistent with 
what we are seeking today. 

The draft of the correlation of the centralization of econ¬ 
omic management and of the independence of individual 
economic units, proposed by Klimenko, consisted of the 
following: "A collective of producers becomes a complete 
master of production, an independent entity which is ac¬ 
countable for all of its reasonable productive activity only to 
itself and to the superior all-Union body..." In this case an 
enterprise does not become the property of its workers' 
collective but is entrusted to it "for productive use" by a 
special legislative act. The state effects its control through 
the industrial supervisors of the Workers' and Peasants' 
Inspectorate, specially instituted industrial courts, a "single 
public cooperative and industrial bank" (which keeps all 
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enterprises on its balance sheet), etc. "By abolishing the 
centralized bureaucratic tutelage in state industry," 
Klimenko wrote further, "the state stimulates the initiative of 
the masses." One of the primary tasks of the socialist state 
"in order to justify its historic significance and vocation is to 
get rid of everything that can be handed over to society 
without doubt or fear." 

The whole project in the final analysis amounted to the 
transfer of cooperative principles to state-run industry. The 
question why this potential inherent in the NEP society 
remained unfulfilled still requires much thought and study. 
One of the reasons was the fact that Klimenko's idea was 
"out of joint" with the notions of commodity-free socialism, 
predominant at that time, with simplistic views of the nature 
of socialist property, forms of socialization, etc. These 
theoretical assumptions impeded to a certain extent the 
development of the idea of stimulating group interest, of the 
use of market relations between state-industry enterprises 
on a new basis, of bringing cost-accounting to every 
workplace. It should also be noted that the atmosphere of 
extremism continued to increase after the country entered a 
new period "through the gates of emergency measures". 
The situation was further aggravated by Stalin's simplistic 
and crude notions of socialism. 

A.G. The report "On Topical Questions of Economic 
Construction" was prepared for the 14th AUCP(B) 
Congress by Lev Kamenev'® on the instructions of the 
Politburo. He also wrote the draft theses of the report which 
were published in the press before the congress. The theses 
were approved by a plenary meeting of the Party Central 
Committee but the report was not delivered because during 
the congress Kamenev voted against the resolution con¬ 
cerning the account of the Central Committee. The struggle 
for leadership in the Party increasingly complicated the 
activity of the Politburo, the Central Committee and of the 
Party as a whole. This undoubtedly affected the work of the 
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congress, its proper comprehension of the tasks of the 
further development of the national economy. 

V.Ch. And yet the significance of the 14th Congress in 
the choice of the guidelines of the economic policy cannot 
be denied. It consisted, above all, in official consolidation of 
I the course for industrialization as the Party's general line. 
The Political Report of the Central Committee delivered by 
Stalin and the resolution (drafted by Bukharin) formulated 
the essential objective of the course for industrialization: to 
transform the USSR from a country importing ma¬ 
chines and equipment into a country manufacturing 
machines and equipment so that it could stand amid 
capitalist encirclement as an independent state buil¬ 
ding itself in a socialist way. 

There were no concrete short- or long-term assignments 
I or directions concerning the sources of accumulating ca¬ 
pital, rates of industrial growth, correlation of economic 
I sectors, organization of new construction, training of per- 
I sonnel, etc. either in the Central Committee's report or the 
resolutions of the congress. 

A.G. The problems of the agricultural policy were dis¬ 
cussed at a special plenary meeting of the AUCP(B) Central 
Committee. The main report was made by Rykov who had 
previously polled prominent economists. Party officials and 
practical workers. Part of them still proved to be firmly in 
favor of an intensive development of agriculture as this 
would require the least expenditure and promised to 
broaden the possibilities of increasing grain export and the 
import of equipment and raw materials necessary for indus¬ 
trialization. Preobrazhensky, on the other hand, held that 
the planned expansion of industry was insufficient and 
doomed industry to lagging behind the requirements of the 
village and of the national economy as a whole. He believed 
that the budget allocations for new construction were 
"shamefully small". 

Rykov thoroughly examined the complexities of indus- 
' trialization in the most backward, agrarian country in 
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Europe. He noted that the success of the policy depended I 
on the size of capital accumulation within industry itself I 
and on the assistance given to it by other sectors of the 1 
national economy, above all, agriculture. Rykov admitted j 
that an equivalent exchange between industrial and agricul- I 
tural production could not ensure industrialization; the 
village was the main source of funds, but it was im¬ 
permissible to take from the peasants as much as had been 
taken before 1917. The Chairman of the Council of People's 
Commissars approved the estimates of the USSR Planning 
Commission and considered acceptable the growth of gross 
industrial output by 23 percent in 1926/27, 15.5 percent in 
1928/29 and 14.7 percent in 1929/30. This prospect was 
regarded as fast, stepped-up industrial development. 

V.Ch. None of the participants at the plenary meeting 
spoke in favor of intensifying the agrarian policy. On the 
contrary, everybody unanimously stressed the direct con¬ 
nection between the course for socialism and the struggle 
for the country's radical industrialization. The debates cen¬ 
tered around the rates and scope of industrialization and the 
forms and methods of obtaining funds for building new 
enterprises. Foreign concessions were no longer discussed 
while hopes for foreign credits seemed quite feeble. It was 
characteristic that although all the speakers pointed to the 
importance of the economic link between the working class 
and the peasantry, a directly opposite conclusion was 
sometimes drawn. 

Trotsky, who did not speak at the 14th Congress, made 
what amounted to a second report at the April 1926 Central 
Committee plenary meeting. He discoursed at length upon 
the continuing underestimation of the possibilities of in¬ 
tensified industrialization. Trotsky proposed, contrary to the 
"minimalist targets" of the State Planning Commission, to 
increase capital construction during the next five years to an 
extent that would make it possible to reduce the dispropor¬ 
tion between agriculture and industry to a minimum, or at 
least to the level of prerevolutionary Russia. He stated, in 
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support of Preobrazhensky, that the country was going 
through a period of primary socialist accumulation, which 
called for the utmost concentration of efforts and funds for 
the purposes of industrialization. Soviet Russia, he said, 
should act as the young bourgeoisie did during the period 
of original accumulation when it strained its every nerve 
and ascetically stinted itself in everything, saving every 
penny for industry. This would help to overcome poverty 
and switch funds to the expansion of industrial programs. 
Similar statements were made by Kamenev, Zinovyev", 
Pyatakov’^ and other participants in the plenary meeting, I 
will note here that Trotsky and his adherents were well 
aware that the bourgeoisie had strained every nerve not of 
itself but of the working people. 

A.G. The majority of the participants in the plenary 
meeting supported Rykov and sharply criticized Trotsky. 
This was done most conclusively by Stalin whose main 
thesis was categorically clear: "Industry should be based on 
the gradual growth of the wealth of the village". Disregard 
of available resources was sheer adventurism, he explained. 
"Comrade Trotsky intends to whip on our central agencies 
by expanded plans, by exaggerated plans of industrial 
construction," he said. "But exaggerated plans of industrial 
construction are an abortive means of whipping on. An 
exaggerated industrial plan is, in fact, a plan drafted beyond 
our means and unrelated to our financial and other possibi¬ 
lities." Several times Stalin returned to the idea of "the 
extremely minimal rate of industrial development which is 
necessary for the success of socialist construction". 

V.Ch. It is hard to believe, knowing how events de¬ 
veloped later when Stalin insisted on maximum indus- 
trializaton rates at any price, that he actually made this 
speech in 1926. As it was, however, Stalin did not see it 
necessary to publish it either then or much later when his 
works began to be published. 

An objective assessment of the debates of the mid-20s 
rules out the simplistic interpretation of differing views. 
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which was practised for decades, whereby some persons 
were declared to be almost the exponents of the absolute 
truth while others were treated as thoroughly evil characters 
and enemies of socialist construction. Despite the most 
substantial differences in views, all these people were 
participants in strenuous quests, collective reasoning, elab¬ 
oration of alternatives and their careful evaluation. As long 
as this approach predominated it was possible to adopt 
well-weighed decisions, accumulate experience and form a 
clearer picture of the ways and means of conducting Soviet 
industrialization. 


INDUSTRIALIZATION AT ANY PRICE 


A.G. In the autumn of 1926 the 15th Party Conference 
set forth a slogan urging the Soviet people to overtake and 
surpass the capitalist world within the shortest historical 
period. All talk about "snail's pace development" and "ex¬ 
tremely minimal" growth rates were, so to say, relegated to 
the archives. Investment in capital construction planned for 
1926/27 was considerably increased and reached 1,050 
million rubles. But the majority of the Central Committee, its 
leaders, who proclaimed slogans for decisive advancement, 
at the same time made stern warnings against "impatience" 
and "superhuman" leaps in economic development. Stalin, 
Bukharin and Rykov unanimously called for industriali¬ 
zation in keeping with available funds and resources, its 
indispensable condition being an improvement of the well¬ 
being of all sections of the working people. This last 
consideration was regarded as one of the essential features 
of the socialist method of industrialization. 

V.Ch. Emphasis on crisis-free development was also 
made in the resolutions of the 15th Party Congress (De- 
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cember 1927) whose directives on drafting the first five- 
year plan of the development of the Soviet national 
economy (1929-1932) evoke the admiration of economists 
even to this day. The directives were based on the principle 
of equilibrium and demanded the maintenance of balanced 
proportions between accumulation and consumption, be¬ 
tween industry and agriculture, and the manufacture of the 
means of production and consumer goods. 

But this orientation by no means denied the course for 
acceleration. It envisaged, on the contrary, the need for the 
scientific investigation of the nature and possibilities of 
I such a course and of its maximum efficiency. The extremely 
complex problem of development rates demanded a wise 
solution. The 15th Congress proposed an optimal variant 
I which remains relevant to this day. "Here,” said the direct- 
j ives, "we should proceed not from the maximum rate of 

i accumulation for the next year or several years but from a 

correlation of the elements of the national economy which 
would ensure the fastest rate of development for a long 
time." 

It is a source of great joy to know that such proposals 
were formulated and adopted, but also of sorrow because 
what followed in practice was quite different from Lenin's 
principles of leadership. Stalin's struggle for undivided 
leadership, for affirmation of his point of view as the only 
correct one interfered with the creative work of the Party 
and economic staff of various departments and constrained 
and annoyed the personnel at the local level. Meanwhile 
the bureaucratic system of management grew more com¬ 
plicated and rigid. The unhealthy atmosphere added to the 
difficulties of the activity of the Supreme Council of 
National Economy, the State Planning Commission and the 
People's Commissariat of Finances, which had already been 
extremely complex. 

A.G. The five-year plan of development was discussed 
and finalized in very contradictory conditions. There was 
notable progress in industry as a result of the better func- 
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tioning of rehabilitated enterprises. NEP was becoming the 
guiding norm of their activity. It is no secret that many 
people still picture NEP in what are, mildly speaking, 
simplified terms: private stores, cafes, restaurants, the ram¬ 
page of market anarchy and private enterprise and their 
invasion in all areas of work and life. But there also was, 
besides this variety of private enterprise, the NEP connected 
with implanting cost-accounting in the practice of indus¬ 
trial trusts and trading syndicates, goods exchanges and 
fairs, with all-Union and local congresses of goods- 
exchange trade, etc. The magazines and newspapers of the 
20s are full of all kinds of advertisements publicizing tradi¬ 
tional popular fairs held in various cities. 

Specialists unanimously agree that the beginning of the 
second half of the 20s was marked by the flowering of 
specific NEP principles which were broadly used in the 
development of industry. 

V.Ch. The most important illustration of the successes 
was the growth of the total output of the manufacturing 
industry which exceeded plan assignments in 1927 and 
1928 and continued to increase steadily. Manufacturing 
costs decreased and profits grew for two years in succes¬ 
sion. The state used its ramified financial system to collect 
taxes, thus in time accumulating ever-increasing incomes in 
its hands. Nearly 40 percent of industrial expansion began 
to be financed by industry's own investments, i.e., funds 
which remained with enterprises after they had paid all 
taxes to the state budget. 

There is an opinion, still prevailing in our literature, that 
further industrial growth was impossible along NEP lines. 
The argument in support of this view is very simple: the 
great scale of further construction required other ways of 
raising funds and principally different managerial methods. 
The argument dates back to the time when the only autho¬ 
rities quoted were Stalin and his supporters. With time the 
quotations disappeared but the argument survived. 

A.G. Stalin launched his first massive attack against logic 
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and economic laws during his trip to Siberia in January 
1928, or one month after the congress. The pretext was a 
quite pragmatic problem which, although seeming import¬ 
ant and painful at first, proved relatively inessential and in 
any case temporary against the general background of 
socio-economic life. It concerned the difficulties of state 
grain procurement in the winter of 1928. Whereas the state 
purchased from the peasants 428 million poods* of grain by 
January 1927 it was able to buy 128 million poods less by 
January 1928. What was to be done? The handling of this 
difficult problem offers us a good opportunity of tracing the 
course of thoughts and actions followed by "Stalin-type” 
leaders, Stalin himself. 

The well-to-do farmer held back his grain and would not 
sell it at the market. Why? The first, purely superficial, 
reason was that he waited for spring to come when the 
price of grain is always known to be higher. The second, 
more serious and, in fact, the main reason was the shortage 
of industrial goods. Industry supplied the rural market with 
pitiably insufficient quantities of textiles, footwear, ke¬ 
rosene, building materials, fertilizers, butter churns, cream 
separators, etc. As a result, the price of some goods grew 
while other items disappeared altogether. The peasants’ 
natural and fully legitimate response was an economic 
reaction to an economic problem. Disruption of the turn¬ 
over of goods is a sign of an aggravation of the dispropor¬ 
tion between the development of industry and agriculture. 
It should be said that the 1 5th AUCP(B) Congress pointed 
out this disproportion and called for smoothing out and 
finally ending it by economic methods in a planned manner. 
The high yield of 1927 required special efforts for livening 
up the light industry. The abundance of grain demanded 
more industrial goods, which was also needed for support¬ 
ing the chervonets, a gold monetary unit of ten rubles, 
which was introduced in 1922. In other words, possibilities 


* An old Russian unit of weight equal to about 36.11 pounds. 







could and had to be found in order to set in motion a 
satisfactory commodity turnover by means of a flexible 
economic policy, all the more so since the grain holders— 
well-to-do farmers—did not form a solid peasant monopoly 
but were the owners of thousands upon thousands of 
holdings scattered all over the country. In these conditions 
even the available stocks of goods could be effectively 
distributed through a differentiated regional policy of the 
state which could direct the flow of goods to grain- 
producing areas. This certainly required careful planning 
and calculation. 

V.Ch. But the General Secretary reasoned in entirely 
different terms. Since the peasants did not want to sell, they 
had to be forced to do so (certainly a queer combination), 
and if they refused to sell altogether, then their grain should 
be taken away and confiscated. (The usual robbers' tactics: 
act promptly before the victim can gather its wits.) The 
gamut of repressive measures which were applied without 
delay included the confiscation of surplus grain without any 
legal proceedings; the prohibition, first of market relations 
inside and between villages, then of the entire "free" grain 
market; searches in order to find surplus grain; forced 
distribution of a state loan among peasants as settlement for 
the grain taken from them; and the imposition of direct 
barter. I have taken the entire list from the resolutions of the 
Party plenary meeting held in April 1928, which stated that 
these measures "should be most categorically abolished " 
since they "actually constituted a sliding down to the rails 
of food surplus requisitioning ". 

Thus these drastic actions undertaken by Stalin were not 
only uncoordinated with the Party and the government but 
were resolutely censured by the Party Central Committee. I 
But this was done after the event. The trick had been pulled, i 
to Stalin's joy and satisfaction. Two days after the plenary 
meeting he reported to Moscow communists about the 
"successes" of the grain-procuring campaign after the j 
emergency measures had been taken: "As you know we I 
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have been able to procure more than 270 million poods of 
grain in three months, from January to March. "Quite an 
exploit, for the shortage (128 million poods) was overshot 
more than twice! Indeed the appetite comes with eating. 
How could anyone doubt after that the superior effective¬ 
ness of emergency measures compared to economic ones? 

But the logic of economic life is such that small or 
moderate taxes can be collected any number of times while 
a real, big-size plunder can be effected only once. The 
peasants reacted without delay. It is true that at that stage 
they countered the authorities' illegitimate measures by 
actions within the bounds of law (evidently out of the 
respect for and interest in the "law-governed state"). Their 
response consisted in curtailing sown areas, selling off their 
property and fleeing to towns. Grain procurement by the 
state became a problem again. The amount of grain taken 
away from peasants in 1929 was smaller than in 1928. So 
ration cards for food had to be introduced in a major grain- 
producing country which had had good crops for several 
years running. The serious damage done to the agricultural 
economy by the emergency measures affected the living 
standard and caused broad dissatisfaction among the 
population. The only alternative was either to bow down to 
implacable economic laws or to resort to terror. Stalin and 
his closest entourage did not hesitate long before they 
chose the second course. Instead of consolidating the 
alliance of the working class and the peasantry measures 
were taken to put an end to the peasantry as it had been by 
means of physically repressing some while transforming the 
others into agricultural laborers who were not hired but tied 
to the land by noneconomic methods. This new type of 
land workers was given the name of "collective farmers". 

A.G. Yes, the emergency method of management won a 
complete and unconditional victory in Stalin's eyes. The 
main thing was to set the goal and display the will. This he 
viewed as the basis of management, which vividly proved 
the advantages of the socialist state and of centralized 
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planning. These "methods” began to be promptly applied in ! 
all sectors of the national economy, first of all in industry. 

The target figures of the five-year plan, already approved by 
the 16th Party Congress, began to be hastily reviewed. The 
new assignments demanded growth rates of 20, 30 and 45 
percent and the fulfillment of the five-year plan in four 
years! Sober voices were drowned by the ruptures over the 
intoxicating power of arbitrariness. No one paid any heed to 
the prophetic words of Bukharin who warned in 1928 in his i 
Notes of an Economist: "One can pound one's chest, swear 
by industrialization and curse all the enemies and evil¬ 
doers, but this will not advance the cause a single inch. One 
can leave things to chance ('we may get by after all!'), play 
odd and even, make guesses, etc., but, alas, objective 
correlations will nevertheless come to the surface..., 
because 'real factories' cannot be built from 'future 
bricks'..." 

The fact that this warning was ignored makes it all the 
more painful today for our hearts and, if I may be excused 
for the prosaic details of life, for our stomachs. 


GROWTH RATES 


V.Ch. The alogism of Stalin's slogans was confirmed by 
the daily practice of economic and social life. Judge for 
yourself. October 1, 1928 marked the official beginning of 
the fulfillment of the development plan for 1928/29— 
1932/33, although its target figures had not yet been 
published or endorsed. 

In November the government once again discussed the 
problem of growth rates and the possibility of increasing 
investments in heavy industry to the maximum. Rykov, who 
conducted the discussion, referred to the maintenance of 
market equilibrium. Valerian Kuibyshev, chairman of the 
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Supreme Council of National Economy, objected. "To 
speak of the complete equilibrium of demand and supply", 
he said, "means to radically reverse the ratio between heavy 
and light industries, to make a cardinal mistake from the 
viewpoint of the prospects of development.... The disparity 
between supply and demand urges fast development of 
industry, it testifies to the growth of wellbeing and is a 
stimulating factor for industrialization." The fallacy of this 
assertion is plainly evident today, but during the 20s Party 
and country leaders regarded the shortage of goods as a 
characteristic feature, even a certain advantage of socialist 
economy. A certain surplus of money supply, they held, far 
from restraining economic growth, compelled industry to 
step up output in order to meet the solvent demand. The 
economists, officials of the People's Commissariat of 
Finances and scientists who rejected this thesis were ig¬ 
nored. This opened new opportunities for arbitrary practices 
in planning and price formation, whereby certain dispropor¬ 
tions were virtually legalized. 

A.G. The discussions centering around the assignments 
of the five-year plan continued in November 1928 when a 
plenary meeting of the AUCP(B) Central Committee ex¬ 
amined the target figures for 1928/29. The reports made by 
Rykov, Krzhizhanovsky’^ and Kuibyshev manifested una¬ 
nimity in setting the rates of industrial growth. Emphasis 
was made on acceleration, taking into account, however, 
the real capacities of industry itself and of other sectors of 
the national economy. "We must," Krzhizhanovsky pointed 
out, "continue to steer the course plotted by the previous 
years of our work; there is no need now to turn the helm of 
our economic policy." 

Rykov, Chairman of the Council of People's Commissars, 
approved the high growth rates of the first year of the five- 
year plan and protested against the claim that the exacerb¬ 
ation of class struggle was inevitable. He stressed that the 
difficulties could not have an ascending tendency and in 


23 






any case did not flow from the essence of the Soviet 
economy and the transitional period. 

V.Ch. The plenary meeting adopted well-balanced deci¬ 
sions. Contrary to the reckless calls which had been made 
before and were heard even at the meeting itself, its par¬ 
ticipants confirmed the priority of the principle of the 
proportional development of both industry and agriculture 
and of preventing the excessive transfer of funds for indus¬ 
trial development. The Party reaffirmed the correctness of 
the decisions of its 15th Congress. 

A.G. May I remind you that Bukharin's approach to the 
question of growth rates in 1928-1929 was very circum¬ 
spect and level-headed. He warned, and with good reason, 
in his Notes of an Economist, that striving for extremely 
high growth rates would leave us without reserves and that 
a policy constantly accompanied by a lack of reserves 
smacked of adventurism. 

Bukharin was for a rational correlation between the de¬ 
velopment of industry and agriculture. "It is not a matter of 
an excessively high rate of industrialization," he wrote. "It 
can be even higher, on the condition, however, that it is 
based on a rise in agricultural production and fast economic 
turnover between urban and rural areas." 

When Bukharin objected to Stalin who claimed that he, 
Bukharin, was for a plan but against industrialization, he 
said that it was an illiterate contraposition since the first 
five-year plan for which Bukharin voted was in fact a plan 
of industrialization. 

V.Ch. The first five-year plan was considered by the 16th 
AUCP(B) Conference in April 1929 and then endorsed in 
May by the 5th Congress of the Soviets of the USSR. It 
was, unlike the subsequent five-year plans, based on NEP 
principles and envisaged the further development of cost¬ 
accounting. Despite Stalin's pressure, the plan makers man¬ 
aged to balance out the major assignments and tie together 
the development of industry and agriculture. Industry was 
intended to supply the village with more tractors, fertilizers 
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and other goods. The village which had embarked on the 
path of socialist reconstruction and stable economic ad¬ 
vancement was, in its turn, regarded as an equal partner of 
the proletarian town in building a new life. The objective 
was set of solving the problem of capital accumulation for 
industrialization through the joint efforts to the two main 
classes of society. 

A.G. The delegates supported the second, optimal ver¬ 
sion of the plan the target figures of which were about 20 
percent greater than those of the initial plan. The fervor of 
enthusiasts carried away by a grand goal was reinforced by 
scientific calculation and planning which signified the es¬ 
tablishment and consolidation of socialist principles in the 
life of society. 

The plan's chief merit was the fact that it clearly defined 
the tasks which had to be attained in the struggle for 
survival in the world arena. The gap between the levels of 
industrial production of the USSR and North America was 
immense; the plan makers pointed out that "we lag behind 
the United States by 50 years" in terms of national income 
and size of capital. The Soviet planners divided industries 
into "old" (coal, iron, cotton, etc.) and "new" ones which 
were rapidly rising in the 20th century. An analysis of their 
development helped to grasp the necessity and importance 
of Soviet industrialization and choose optimal ways of 
solving problems. 

V.Ch. Those were difficult times for the country. Ration 
cards for bread began to be introduced in the autumn of 
1928. Unemployment reached 1.5 million and kept grow¬ 
ing. There was practically no increase in real wages. Yet 
despite the difficulties the majority of the working class 
trusted the Party, supported the course for stepped-up 
industrialization and set on it their hopes for a better life. 
Party organizations, in their turn, energetically supported 
and propagandized the initiatives of the leaders of the 
socialist labor emulation. 

Here is only one example. On June 9, 1929 the news- 
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paper Leningradskaya Pravda published a letter from a 
house painter, Petr Slobodchikov, a Communist since 1917 
and a participant in the October revolution, who proposed 
that an All-Union Industrialization Day be organized. The 
newspapers and Party and trade-union workers in Lenin¬ 
grad, Moscow and other cities supported the initiative and 
stirred to action the workers of industrial enterprises. In 
answer to an appeal of the All-Union Council of Trade 
Unions supported by the AUCP(B) Central Committee 
hundreds of thousands of people worked with great en¬ 
thusiasm on Sunday, August 6, 1929 and contributed the 
money they earned to the industrialization fund. As a 
contemporary put it very aptly, the development of the 
initiative of working people was primary socialist accumu¬ 
lation of capital in the best sense of the word. 

A.G. The scale of new construction increased. The year 
1929 marked a crucial stage in the launching of mass 
operations at construction sites where the first industrializ¬ 
ation projects were underway. 

In short, the first five-year plan period began under the 
sign of acceleration, as planned. 


"THE GREAT CHANGE" 


V.Ch. The crisis that broke out in late 1929 swept the 
entire capitalist world. A persistent belief developed that the 
collapse of the capitalist system was at hand. The appeal for 
a maximum exertion of forces, for a speedy leap that would 
ensure the construction of socialism within minimum, was 
not merely tempting; many considered such an appeal and 
such a leap as the only correct solution. 

On the occasion of the 12th anniversary of the October 
revolution Stalin published an article, characteristically en- 
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titled "A Year of Great Change", in which he spoke, in 
particular, about "a decisive change in the sphere of labor 
productivity" and said that "...by our own efforts we have 
successfully solved the problem of accumulation and laid 
the foundation for heavy industry..." However, actual labor 
productivity remained at the level of the previous year, and 
though industry had really made very good progress the 
problem of accumulation still remained acute. 

A.G. It was in this article that Stalin clearly defined, one 
and a half months before his 50th birthday, the essence of 
the already beginning policy of "whipping-on". 

The discussion at the plenary meeting of the AUCP(B) 
Central Committee held in November 1929 centered around 
heavy industry, new construction and the need to spare 
neither efforts nor money for the development of machine 
building, the output of tractors and various kinds of farm 
machinery. No heed was paid to Kuibyshev's admission in 
his speech that the five-year plan was being thwarted in all 
of its aspects. The encouraging results of the first year of the 
plan's fulfillment prompted the decision to sharply increase 
the rates of growth of large-scale indusrty in 1929/30 
compared with the five-year plan estimates, not even to 28 
percent, as Kuibyshev proposed hesitantly, but by 32 per¬ 
cent, the figure mentioned by Stalin in his article. His voice 
proved decisive. 

V.Ch. There could no longer be any talk about crisis-free 
economic development. In 1929 the food rationing system 
was imposed in all of the country's towns. The state 
provided bread to about 40 million factory and office 
workers and their dependents. Vast masses of people were 
involved in a migration from village to town, from one 
industrial center to another. Labor turnover assumed an 
unprecedented scope over a short period of time. The 
housing problem was sharply aggravated. 

Was it still possible to rectify the situation? Stalin wrote in 
his well-known article "Dizzy with Success" (March 1930), 
referring to the conditions not only in the village, that some 
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Communists had developed "hare-brained attitudes", ex¬ 
ulting that they could cope with everything and there was 
nothing to stop them. The author called back to their senses 
people who "have become dizzy with success and for the 
moment have lost clearness of mind and sobriety of vision". 
There were also other appeals made in the article, which 
had to be heeded by all "whippers-on" of events, such as: 
"The art of leadership is a serious matter. One must not lag 
behind the movement... But neither must one run too far 
ahead, because to run too far ahead is to lose the masses 
and to isolate oneself." 

A.G. The truth is that Stalin should have addressed these 
words first of all to himself. But in his report at the 16th 
Party Congress in the summer of 1930 he again called for 
the further revision of the optimum variant of the five-year 
plan. He ridiculed "the sceptics in the opportunist camp" 
and claimed that the five-year plan could be fulfilled "in a 
matter of two to two-and-a-half years" for the oil industry, 
even earlier for the peat industry, in two to three years in the 
machine-building industry, and so on. Stalin warned, in 
order to ward off the least possibility of other, soberer views 
and approaches, that "... people who talk about the necess¬ 
ity of reducing the rate of development of our industry are 
enemies of socialism, agents of our class enemies." 

This unequivocal pronouncement hardly encouraged 
anyone to object to the directives to smelt by the end of the 
five-year period at any cost 17 million tons of pig iron 
(instead of the originally planned 10 million tons), as¬ 
semble 170,000 tractors (instead of the planned 55,000) 
and build 200,000 motor vehicles (double of the planned 
number), 

Stalin decided to show once again at the 16th Congress 
his superiority over the niggardly wisdom of the Trotskyites 
who "on the question of development rates are the most 
extreme minimalists and the most wretched capitulators..." ' 
He pointed out that they had proposed an annual growth of j 
18 percent, while he... But only a few years earlier he 



accused them of adventurism precisely for this "whipping 
on". 

As might be expected, the super-high targets were not 
attained. The arbitrary demands to increase production by 
32 and then by 45-47 percent per year led to the break¬ 
down of the entire rather well-adjusted system of manage¬ 
ment, planning and supply. 

V.Ch. One characteristic example was the production of 
pig iron which amounted, instead of 17 million tons, to only 
6.2 million tons, less than was envisaged by the five-year 
plan. Many other assignments were not fulfilled because of 
overstrain and the last-minute rush. The enthusiasm of 
advanced workers, labor emulation and the measures to 
strengthen discipline could only localize some difficulties 
but not prevent overall failure. The rates of industrial growth 
promptly dropped, from 23.7 percent in 1928/29 to 5 
percent in 1933. The "whipping on" in effect diverted the 
country from the course of industrialization. 

On top of all this, the concentration of funds and efforts 
in the development of heavy industry had a negative effect 
on the social policy, on the living standard of the working 
people. 

A.G. The "whipping on" methods were only one man¬ 
ifestation of the "great change" policy which was in fact a 
deviation from Lenin's ideas on the ways and forms of 
socialist construction and from Lenin's concept of social¬ 
ism. We evidently have the right to regard that policy as 
Stalin's "alternative" to Lenin's course. 

The policy was manifested not only in Stalin's subjectivist 
striving to radically reconsider the already endorsed first 
five-year plan over the heads of the Party and government 
agencies but also in curtailing NEP which had by no means 
exhausted its possililities by that time. The leadership, 
headed by Stalin, began to close banks and to limit the 
credit system to the minimum. A scientifically unsound 
attempt was made to organize planned barter between 
town and country. There was talk about abolishing money 
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and the transfer from trade to direct distribution of goods 
without money. Even the existence of ration cards was, in 
this connection, viewed not as a forced temporary measure 
but a step towards a higher stage of economic develop¬ 
ment, to socialism. 

V.Ch. It should be admitted that the drastic and speedy 
curtailment of market relations and the ousting of economic 
methods of management by administrative ones was sup¬ 
ported by a part of the working class. Still fresh in people's 
memory were the revolutionary-romantic attitudes of the 
times of the Civil War and War Communism,^* so many 
workers approved the return to familiar, time-tested meth¬ 
ods of fighting capital. 

It's anyone's guess to what extent Stalin and his en¬ 
tourage reckoned with this factor. Stalin's policy was in¬ 
creasingly oriented to the unconditional submission to his 
will of the Party apparatus and the Party as a whole, in 
flagrant violation of the basic Leninist principles and norms. 
The main instruments of Stalin's diktat were coercion, 
violence and repressions. 

Having secured his undisputed leadership in the Party 
and country, Stalin arbitrarily took the course of the max¬ 
imum socialization and submission to the state of all as¬ 
pects of economic life. 

Hence the strict centralization, the command style of 
economic management and the urge to attain the set goals 
at any cost. 

Stalin and his adherents discarded Lenin's idea of poli¬ 
tical reform, the improvement of Party and state guidance 
and the democratization of society. They rejected the very 
idea of making the peasantry an equal partner of the 
working class in building socialism. They regarded as an 
inevitable and temporary evil the introduction of cost¬ 
accounting in industry and the development of commodity- 
money relations. 

A.G. In other words, the course of great change" was a 
direct manifestation of Stalin's objective of resolving the 
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internal contradictions of socio-economic development 
primarily by arbitrary administrative methods in disregard of 
either objective economic laws or of ideological and moral 
principles. 

For instance, the principal means used by the Stalin 
leadership for raising funds included the imposition of large 
loans on the population and a sharp increase in the sale of 
vodka. Only a short time before Stalin had stated that 
alcohol which had given tsarist Russia a revenue of nearly 
500 million rubles would not be indulged in Soviet Russia. 
A little later he changed his view, saying that it would be 
naive to think that socialism could be built with white 
gloves, while in September 1930 he openly wrote that it 
was necessary to cast off false shame and to sanction, 
openly and directly, the MAXIMUM increase of vodka 
production. Which was done. 

Currency emission was another source of state funds. As 
a result the money supply unbacked by goods continued 
to grow considerably until the end of the first five-year 
period. 

V.Ch. Nor should we forget the export of grain. It is 
claimed, even today, that this particular item of export 
played an exceptionally important role in providing the 
government with hard currency for buying machinery and 
equipment. Statistics, however, does not support this cate¬ 
gorical assertion. The greatest annual proceeds from the 
export of grain obtained by the most severe methods were 
received in 1930 (883 million rubles). The export of pet¬ 
roleum products and timber in the same year brought more 
than 1,430 million rubles, the export of furs and flax 
contributed nearly 500 million rubles, etc. There was a 
sharp drop of grain prices on the world market in the 
subsequent years. The export of large quantities of grain in 
1932-1933 when Soviet people were mowed down by 
famine brought a total of only 389 million rubles while the 
proceeds from the export of timber amounted to almost 700 
million rubles, and nearly as much was obtained from the 
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sale of petroleum products. The sale of furs alone brought 
more hard currency than grain export in 1933. 

Such were the methods used by the Stalin leadership for 
mobilizing funds. In 1926 Stalin assured the Party that the 
grain export practices of the Russia of landlords and 
capitalists ("We will export grain even if we run short of 
bread for ourselves") were a thing of the past. How then 
could one explain his actions in 1932-1933? Why was 
grain exported at that tragic time when it could have saved 
the lives of many Soviet people? The obvious reason was 
that grain was procured from the peasants at a pitifully low 
price while the increase in the production and export of 
petroleum products and other profitable goods required 
considerable efforts. It was a case of taking the line of least 
resistance while the interests and lives of people meant 
little to Stalin despite his numerous pronouncements to 
the contrary. But the Soviet people on their part were 
eager to sacrifice everything for the construction of a new 
society. 

A.G. There is the opinion, shared by many to this time, 
that in the conditions when we had to lay the technical and 
economic foundation of socialism without outside help and 
within the shortest period priority should be given to ad¬ 
ministrative methods for some time. 

Military threat is another argument which is often cited. 
There is no denying that the capitalist encirclement har¬ 
bored a constant potential threat for the Land of the Soviets 
and that this factor could by no means be ignored. It is all 
the more surprising, however, that defense expenditure was 
below the planned target during the years of the first five- 
year plan, except for 1932. 

It is clear even now, before a thorough and comprehen¬ 
sive analysis of the methods of Stalin and his entourage has 
been completed, that the command-and-administrative 
style of guidance and management could only have a 
transient and very limited effect. Entire subsequent ex- ' 
perience has shown that such methods inevitably lead in l 
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the end to the omnipotent sway of bureaucracy and to 
economic stagnation, which the Communist Party and the 
people are fighting now. 


THE ALTERNATIVE 

V.Ch. It was already clear by the early 30s that the 
economy could no longer develop along the extreme lines 
whereby the "revolution from above" was carried out. The 
normal turnover of goods had been disrupted, cost¬ 
accounting had been "curtailed" and the productive forces 
in the village had been undermined. It became necessary to 
prop up the enthusiasm of the first five-year period with 
technical skill and expertise, since it had become clear that 
our production standards were much too low as soon as we 
began to operate more advanced machinery and equipment 
manufactured at the newly-built plants and factories. For 
instance, it took nearly as much time to bring to full 
capacity the "firstborn" of Soviet industry, the Stalingrad 
tractor plant, as it did to build it. In short it was necessary to 
get the country's economy into shape but to do this on a 
new basis. In 1931 the task was set of reviving cost¬ 
accounting, though in very limited forms, at the lowest 
rungs of the production ladder, such as a factory shop or a 
team. In agriculture new forms were sought for the material 
stimulation of collective farmers' work. 

The impression created was that healthy trends were 
beginning to sprout up through the crust of "emergency 
practices". There again emerged in political life the figure of 
Bukharin with his ideas of cost-accounting, normalization 
of the turnover of goods between town and country and the 
promotion of material incentives to work. Judging by the 
reaction to Bukharin's speeches in 1933-1934 these ideas 
met with the support and understanding among certain 
sections of the Party leadership. 
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A.G. It should be noted, however, that the tendency 
toward the normalization of public life made but slow 
advance. The Party's policy in the early 30s was con¬ 
tradictory. They were years when work was begun on a 
new Constitution and a reform of the electoral system was 
underway, but also when emergency measures were still 
taken and the functions of administrative agencies were 
expanded beyond all measure. There was, in fact, a complex 
of contradictions taking shape within the command system 
itself. When Stalin sought to resolve these contradictions he 
did so once again mainly through coercion, "emergency 
practices" and everything connected with it. 

This mode of action had already been taken up by a 
considerable section of Party officials and economic ex¬ 
ecutives in the middle and lower echelons. It was simple to 
implement as it essentially consisted in obeying commands 
and absolved one from personal responsibility. At the same 
time many secretaries of regional and territorial Party com¬ 
mittees were aware that such methods led in the end to the 
blunting of Bolshevik political acuity, the undermining of 
important and valuable revolutionary traditions and the loss 
of their relish for real Party work. Moreover, they bitterly 
admitted that the fear of making mistakes forced them to 
avoid speaking openly and directly on various problems of 
Party politics. In 1937 Khatayevich, secretary of the 
Dnepropetrovsk Regional Party Committee, frankly said that 
he had not raised in a proper way many questions before 
the AUCP(B) Central Committee, had not alerted the 
Central Committee concerning shortcomings, omissions 
and difficulties for fear of being misunderstood and disap¬ 
proved of. The manager of the Magnitogorsk iron and steel 
plant Zaveniagin proposed that the causes of industrial 
sabotage should be sought not where Stalin and his en¬ 
tourage indicated. It would be easier to expose all abuses, 
he said, if we concentrated on the problems of mismanage¬ 
ment, our lag behind foreign enterprises and the dispropor¬ 
tions in our plans. 
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V.Ch. In short, a muffled struggle was under way which 
on occasions found political expression, as was evidenced 
by the attempts made to raise at the 17th AUCP(B) Con¬ 
gress the question of reappointing Stalin from the post of 
General Secretary to other work. The struggle of two trends 
continued even when the supporters of a moderate policy 
were threatened with extermination. Stalin did not im¬ 
mediately succeed in convincing the Central Committee 
members that saboteurs were no longer sent in by the 
capitalist camp or should be sought among specialists from 
capitalist countries, that the Party itself was riddled with 
spies and agents-provocateurs. In 1937 Nikolai Yezhov'® 
1 sharply rebuked the leadership of People's Commissariats 
and economic executives none of whom had phoned him 
on his own initiative and told him that such and such a 
person was arousing suspicion, that there was something 
wrong with him, that the person should be given special 
attention. On the contrary, Yezhov lamented, certain com- 
I rades were attempting to defend "wreckers" and "terror- 
I ists" when the question of arresting them was raised. Even 
later, after mass repressions were launched and began to 
spread by their own momentum, the struggle continued at 
the 18th Party Conference between the two trends in 
politics, for the economy and social life objectively de¬ 
manded not "emergency practices" but something else, a 
different approach, a different view of the country's 
development. 

A.G. You will agree, I think, that there is no need to 
justify the type of command-and-administrative system that 
took the form of a personal regime by the preparation for 
war and the extreme general situation. We should, instead, 
stress the fact that there was a democratic alternative which 
was offered by several decisions made in 1931,1932, 1933, 
and especially 1934 when a direct attempt was made at 
stabilizing the situation, establishing certain legal guaran¬ 
tees and giving up emergency measures as a system. 

V.Ch. It has been believed until now that the first five¬ 


s' 


35 





year plan was fulfilled ahead of schedule, in four years and 
three months. This could hardly be doubted since it was 
during these years that the Dneproges hydroelectric station 
and the Magnitogorsk and Kuznetsk iron and steel plants 
were put into operation, more and more trucks and cars 
were rolling off the assembly lines and ours was the world's 
first country preparing to begin the industrial production of 
synthetic rubber... 

Only very few people had at that time a coherent idea of 
the contradictory situation in the country where brilliant 
achievements could not screen grim dramas and real trage¬ 
dies. Even more narrow was the circle of top officials who 
received a secret telegram signed by Stalin, which repeated 
the decision taken by the Politburo of the AUCP(B) Central 
Committee on February 1, 1933, which prohibited all de¬ 
partments, republics and regions to publish any documents 
on the results of economic activity before the USSR State 
Planning Commission released its official account on the 
results of the fulfillment of the first five-year plan. The 
decision also stated that all materials on the results of 
economic activity could be published, even after the official 
release on the results of the five-year plan, only with the 
permission of the State Planning Commission. 

The General Secretary and other participants in the 
Politburo meeting were against the publication of true 
figures regarding economic development because this 
would have prevented them from announcing more suitable 
figures of their own. 

A.G. When Stalin summed up the results of the fulfill¬ 
ment of the five-year plan at a joint plenary meeting of the 
AUCP(B) Central Committee and the Central Control Com¬ 
mission in January 1933 he said that industry had in effect 
fulfilled the plan ahead of schedule (in four years and three 
months) in terms of the value of gross output, while heavy 
industry had reached the 108-percent mark. Stalin chose 
not to mention the output in physical terms (not in rubles 
but in kilograms, tons, meters and pieces). It was obviously 
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awkward to admit, next to the impressive overall figures, 
that the targets of the five-year plan had not been attained 
either in the output of coal and oil, the generation of elect¬ 
ricity, the manufacture of tractors, motor vehicles and mineral 
fertilizers, the smelting of pig iron and steel, and so on. 

The hardest hit were industries whose operation was 
hindered by the dire state of agriculture (the gross output of 
agricultural produce at the close of the five-year period was 
below that in 1928), which affected the standard of living 
of the people. 

V.Ch. Stalin began his report on economic results with 
the assurance that industrial achievements had been greater 
than expected. Next followed the notorious comparison of 
what we had not had and what we now had. This is a 
logical and convincing device, provided, of course, that the 
comparison is factually correct. But is it not true that the 
USSR had no iron-and-steel or machine-tool industries 
before the first five-year period began and that "we stood 
last" as regards the production of coal, petroleum products 
and electricity? Yet this is what was claimed from the 
highest of rostrums. 

A.G. Nor was Stalin's assertion true, as follows from the 
recently published calculations of Soviet economists, that 
"... our country has been converted from an agrarian into an 
industrial country, for the proportion of industrial output 
has risen from 48 percent of the total in the beginning of 
the five-year-plan period to 70 percent at the end of the 
fourth year of the five-year plan period." This was not in 
fact achieved—not only during the first five-year period but 
in all of the prewar years. 

The manipulation with figures (we may mention that the 
Central Board of Statistics was abolished in 1929) pre¬ 
vented the Party and the people from objectively appraising 
the state of affairs and the actual shifts in the development 
of the national economy which were certainly immense by 
any standards. Suffice it to mention the doubling of the 
country's industrial capacity, the leading place being held 
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by heavy industry, the most modern for that time. The 
deployment of the productive forces changed notably, 
former peripheral areas being drawn into the orbit of indus¬ 
trial progress. The total number of factory and office work¬ 
ers doubled and efficient work collectives were being rap¬ 
idly formed in Central Asia, Kazakhstan, the areas along the 
River Volga and other national regions, where only a short 
while ago people had not even heard about modern tech¬ 
nology. Dozens of new towns and factory housing estates 
appeared. Old centers were being renovated. Industriali¬ 
zation was sharply raising the technological and cultural 
standards of millions of people. Unemployment was elim¬ 
inated in the middle of the five-year period. 

V.Ch. Can one accept the explanation that Stalin's falsi¬ 
fication of the results of the first five-year period was 
intended to boost the morale of the working people, to 
stimulate "shock work"? I cannot. The deceit of the Party 
and people had another objective, that of bolstering the 
faith of the masses in the perspicacity and infallability of the 
leader, to cover up the gross blunders committed amid the 
tremendous enthusiasm for labor during the first two years 
of the five-year period. To conceal the fact that, contrary to 
Stalin's assurances, there were manifested, already in 1931, 
a drop in the rates of industrial growth, a drastic decline of 
all qualitative indicators of industrial enterprises and the 
underfulfillment of plans. To admit this would mean to 
admit the correctness of the "deviators", of Bukharin who 
had more than once warned the Party of the looming 
danger and had done it with particular ardor in his speech at 
the plenary meeting of the Central Committee held in April 
1929. 

It would be relevant here to go back to the sources of the 
policy of "whipping the country on" (Stalin's own ex¬ 
pression which he used approvingly, of course). It made 
itself felt just a few weeks after the endorsement of the five- 
year plan when its major targets began to be drastically 
reviewed without much ado. It began in metal manufactur- 
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ing, then spread to machine building, chemistry, etc. The 
Chairman of the Supreme Council of National Economy, 
Kuibyshev, who was on leave at that time learned only 
indirectly that plan assignments were being reconsidered 
and that "much higher targets were being set”. Newspapers 
gave prominence to appeals to cope ahead of time with the 
program planned for five years. The motives were simple. 
Since a society was being created which had no precedent 
in history and which possessed such instruments as the 
plan, labor emulation, the enthusiasm of pathfinders and 
confidence in its own strength, the requirements of the 
national economy not only should but also could be satis¬ 
fied within the shortest time. This was also in tune with the 
sentiments of the working class, of all those who linked 
their hopes for a better life precisely with resolute steps and 
with a "fierce assault". 


Figures and What Stood Behind Them 

A.G. The interpretation of gross output indicators re¬ 
quires certain caution since their significance should be 
neither overestimated nor underestimated. In the first place. 
It is difficult to say to what extent these indicators were 
influenced by the growth of wholesale prices during the 
five-year period which is quite definitely indicated by 
Soviet economic literature. The second (and probably more 
important) fact is that the appraisal of output by value is 
conditional by its very nature, especially in view of the 
unprecedented break-up of the structure of production 
during those years. Whole large-scale branches of 
economy, nonexistent in 1928, were turning out goods, 
including the tractor, farm-machinery, aircraft and petro¬ 
chemical industries. The products of machine building. 








especially the manufacture of equipment and machine 
tools, is known to have considerably contributed to the 
gross output of the entire industry. The main result derived f 
from a comparison of indicators including the output of the ! 
new industries with indicators of the time when they did , 

not exist is only that an aircraft as an item of gross output is ( 
larger than a cart. But we must remember the conditional 
character of the indicators of qualitative appraisal which 
shows how much the country's gross output has grown if j 
one hundred aircraft are manufactured instead of one hun¬ 
dred carts. But the very nature of the question (how the 
plan has been fulfilled) requires a precise quantitative ap¬ 
praisal. To give a correct and complete answer to this 
question it is necessary to make use of both value and 
physical indicators for the major industries. 

V.Ch. Let us, take, for example, what happened to the 
output of pig iron in the course of the five-year plan period. 
This is not just our choice since pig iron was a top-priority 
item among other sectoral indicators in the political argu¬ 
ments of that time. Metal was a symbol of industrial might 
and pig iron determined the capacity of the metal manu¬ 
facturing industry in the country which had not yet built a 
sufficient metal base. The initial target was to smelt seven 
million tons of pig iron in the last year of the five-year 
period; the optimum assignment of the originally approved 
plan was ten million tons, while the enhanced figure ad¬ 
opted by the 16th Party Congress was 17 million tons. The 
actual output of pig iron in 1932 was 6.2 million tons. 
Though this was a brilliant success, unparalleled anywhere 
in the world, compared to 3.3 million tons in 1928, it by no 
means confirmed that Stalin was right in the dispute over 
the targets of the five-year plan; on the contrary, the final 
result was closer to the initial figure. 

The same happened with all other physical indicators. 

The five-year plan for the manufacture of tractors was 
53,000, the enhanced assignment 170,000, and the actual 
output 49,000. The corresponding figures for motor ve- 
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hides were 100,000; 200,000 and 24,000. The output of 
electricity in 1932 was 13,500 million kW instead of 22,000 
million written down in the five-year plan, and of mineral 
fertilizers 0.9 million tons instead of eight million tons. The 
plan was fulfilled only in industries where value indicators 
were used, i.e., in general and agricultural machine 
building. 

A.G. Does the non-fulfillment of the main targets mean 
that the optimum and even initial versions of the plan were 
infeasible? Hardly so. The breaking down of the five-year 
period by years allows a highly probable assumption that it 
was quite possible, if not fully to fulfill the optimum plan, 
then to reach a level in between it and the initial plan. Even 
a most general analysis shows that the fulfillment of the 
five-year plan was disrupted from the beginning by sharp 
prodding toward acceleration over the optimum version 
which was already quite strenuous. The appeals to fulfill the 
plan in four and even three years, the attempts at forced 
acceleration at the beginning and middle of the first five- 
year period resulted in disproportions, violation of plans and 
brought about a drop in growth rates in the end. The 
recession also continued at the beginning of the second 
five-year plan period. 

The mechanism of such disruptions is well known. The 
possibility of the arbitrary change of growth rates is limited 
by the available resources. If the owner of materials suf¬ 
ficient for building one factory undertakes to build two, he 
is more than likely to build none. This is what happened 
with metal manufacturing. When the five-year target for pig 
iron was raised from ten million to 17 million tons the iron 
industry broke down under the strain. The year of the 
highest growth rates, 1931, was in fact one when the 
smelting of both pig iron and steel decreased. The sub¬ 
sequent slow growth raised output from five million in 1930 
to only 7.1 million in 1933. Then came a sharp rise to 10.4 
oiillion tons in 1934 when accelerating tendencies ceased 
snd no stupendous growth rates were required of industry. 
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This time it was due to the considerable capacity reserve 
formed when many new projects had been started at the 
same time. 

A.G. In his speech "The Tasks of Business Executives”, 
in which he set forth the slogan of fulfilling the five-year 
plan in three years and explained the necessity of increasing 
industrial output in 1931 by 45 percent, Stalin asked: "Do 
we have all the possibilities that are needed to attain the 
target figures for 1 931 ?" and answered: "Yes, we have such 
possibilities." He then proceeded, in his usual manner, item 
by item, to examine these possibilities: natural wealth, "a 
government desiring and capable of utilizing these immense 
natural resources for the benefit of the people"; the support 
of this government by the masses of workers and peasants; 
a system that is free from the incurable diseases of capita¬ 
lism; and a solid and united Party. "There, comrades," 
Stalin said, "you have all those objective possibilities which 
assist us in attaining the target figures for 1931, which help 
us to fulfill the five-year plan in four years, and in the key 
industries even in three years." 

All these factors were certainly available, but their enu¬ 
meration would have been necessary (and sufficient) if the 
matter at issue had been, let us say, the possibility of 
industrialization in principle. But here it was a matter of 
fulfilling a concrete economic task, and no one could 
explain how the existence of Soviet government and the 
Bolshevik Party supported by millions accounted for the 
objective of increasing industrial output in 1931 by pre¬ 
cisely 45 and not 44 or 46, 10 or 100 percent. The 
prerequisites listed by Stalin are in principle absolutely 
necessary for socialist construction. But they were by no j 
means all the conditions, contrary to what he said, necess- ' 
ary for fulfilling a concrete economic task. Such "trifles" as I 
nails and boards, bricks and iron, cement and glass were I 
also required, and they were needed in certain quantities I 
and of a certain quality, by a certain date and at a certain I 
price. These "prosaic items" essential for a realistic analy-B 




sis of the concrete size of growth rates were ignored by 
Stalin. 

A.G. But these "trifles" could not be so easily ignored by 
all the people concerned. In February, economic executives 
applauded Stalin but in April, the Supreme Council of 
National Economy distributed the biggest industrial associ¬ 
ations' quotas of cement and sawn timber for the current 
year. The amalgamations included the Steel and Coal as¬ 
sociations, the USSR Oil Association, the USSR Medium 
Machine-Building Association, the USSR Agricultural 
Machine-Building Association and other concerns of sim¬ 
ilar importance. The luckiest association got 84.4 percent of 
the cement and 71.1 percent of the timber it required. The 
USSR Agricultural Machine-Building Association received 
just over a half of cement and less than a half of the sawn 
timber it needed, and textile industry was given 31 and 23.6 
percent respectively. 

V.Ch. The figures you have mentioned are enough to 
show that the disruption of the second half of the five-year 
plan resulted from the adventurist neglect of material fac¬ 
tors. The situation being very strained and the lack of 
resources made a failure in one place start a chain reaction 
where one disproportion caused another. 

A.G. All this had its negative effect on qualitative indi¬ 
cators, first of all on production cost and, consequently, on 
accumulations on whose amount depended everything, 
that is, the entire plan, because internal accumulation was a 
keystone of industrialization. 

During four years of the five-year period the number of 
factory and office workers employed in the national 
economy doubled and reached 22.9 million in 1932 instead 
of the planned 15.8 million. This manpower surplus made it 
possible to make up for disproportions and stop many gaps 
in the national economy; but the excessive millions of 
''forking people presented in themselves a disproportion 
capable of unsettling the entire economy, which was what, 
'n fact, happened. 



Although labor productivity in industry grew during the 
five-year period by only 41 percent (the planned growth 
being 110 percent) average earnings doubled during the 
same time (though the plan envisaged their increase by less 
than 50 percent). The doubling of the number of factory 
and office workers meant that the overall wages fund 
quadrupled, which was not intended in the plan. But the 
growth of the production of consumer goods was, on the 
contrary, slower than planned. This resulted in the spon¬ 
taneous, not planned, development of another vital propor¬ 
tion, the ratio between money supply and the supply of 
goods. A natural consequence was the fast growth of retail 
prices which followed the low-price policy that had been 
conducted prior to 1928. But the plan envisaged (and 
Stalin promised that more than once) a higher standard of 
living. Economic agencies sought to apply instruments of 
the plan in order to restrict the growth of prices, so that they 
rose not as fast as was required for a balanced market. A 
vital achievement of the NEP times—the hard, securely 
backed ruble—collapsed and has not been reinstated to this 
day. Commodity shortages set in. We have already men¬ 
tioned that a system of rationing retail trade was introduced 
during the first year of the five-year period, which was 
abolished only two years after the five-year period ended. 
This was the only episode in Soviet history when a ration¬ 
ing system was imposed on the entire country in peace 
time. 


THE YEAR 1937 


A.G. The second five-year plan period (1933-1937)| 
proceeded in more normal conditions despite the repeated 
program recarving and new proposals to increase output bvlj 
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several times. But the lesson of the first five-year plan was 
not wasted. Sergo Ordzhonikidze, who became chairman 
of the Supreme Council of National Economy in 1930 and 
who had previously urged the smelting of 17 million tons of 
pig iron by the end of the first five-year period, now spoke 
out for realistic attitudes and for reducing several output 
assignments, including that for pig iron. Even though the 
technocratic approach was still predominent it was no 
longer argued that first a factory should be built and only 
then a town for its workers, that we should first of all have 
machine tools, coal and oil and only then concern ourselves 
with housing and schools (economizing on which had 
been considered normal only a short while before). The 
attitude to labor emulation and material incentives changed 
radically. 

V.Ch. It was then, in the mid-30s, that the slogan 
'Cadres (skilled personnel— Ed.) decide everything" was 
introduced. 

This slogan was preceded by another motto: "Tech¬ 
nology decides everything", but life itself had quickly 
shown the great difficulty of mastering new technology 
because of the shortage of qualified personnel. A typical 
and often quoted example was the commissioning of a 
tractor plant in Stalingrad (now Volgograd). The main 
engineering buildings were constructed very quickly, but 
the full-scale manufacture of tractors began two years later. 
To begin with, the plant was able to assemble only a few 
tractors during a shift instead of the planned 144. 

A.G. One of the chapters of the memoirs of the then 
plant manager is entitled "How We Wrecked Machine 
Tools". The wreckage was done neither by enemies nor 
saboteurs but by the workers, most of them former peasants 
who knew how to handle a horse, axe or saw and who had 
known from childhood how to plough land, sow crops and 
bind sheaves. Now, however, they had to rise to a new 
level of industrial culture and to acquire totally new skills. 
During the first years of industrialization the situation was 
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much the same at steel and machine-building plants, mines 
and chemical enterprises. 

It should be said that compulsory primary (four years) 
education was introduced only in 1930. Even in 1939, 
every fifth person above the age of ten could neither read 
nor write. The number of specialists with higher education 
employed in the national economy amounted to about one 
million. Energetic and very efficient managers and engineers 
rose to top managerial posts from the midst of the working 
masses. Most of them were young people who mainly relied 
on practical experience. The Magnitogorsk project, for inst¬ 
ance, was headed by 26-year-old Yakov Gugel. 

V.Ch. In accordance with the law, the Magnitogorsk 
complex had, like the rest of the country, a five-day working 
cycle, with four workdays and the fifth day off, and with 
shifts of six to seven hours. But foreign guests, specialists 
and newsmen were much surprised to learn that almost 
none rested on days off and very few left work when the 
shift was over. The astonishing thing was that the majority 
did this of their own free will. The Magnitogorsk project 
was indeed a shining symbol of heroism of the industriali¬ 
zation time. 

Magnitogorsk was a school for many future specialists, 
economic executives and Party workers who would soon 
shoulder the burden of the war, then of the postwar re¬ 
habilitation and the struggle for the scientific and tech¬ 
nological revolution. One of them was A. Isayev, an aero¬ 
space designer, a colleague of Sergei Korolyov. The young 
man could not wait to graduate from a Moscow college and 
volunteered for Magnitogorsk in late 1930. The short letters 
he sent to his parents were dominated by one word and one 
idea which was work. "Not long ago," he wrote, "they 
wanted to present us with a burlap banner in token of our 
poor performance. I want you to know that many miners 
wept at the meeting and swore to ward off the shame! I had 
never thought that a worker (a real worker, of course, not a 
seasonal one) looks the way he really does. A worker toils 
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not for nine, but for 12-16 hours, and sometimes for 36 
hours if this is necessary for the progress of the project. 
Every day thousands of feats of true heroism are performed 
all over the construction sites. This is a fact. The news¬ 
papers do not invent anything. I witness such instances all 
the time.” 

A.G. The wave of enthusiasm rose until 1937 when the 
double meaning of the slogan "Cadres decide everything" 
was revealed. 

Industrial personnel fell victim to Stalin's repressions. 
Stalin, Molotov” and Kaganovich^® spoke almost boastfully 
about mass sabotage in almost all sectors of indus¬ 
trialization. According to them enemies already numbered 
many thousands. Gleb Krzhizhanovsky, shocked by the 
arrests of his colleagues, left the State Planning 
Commission. Before he did this he asked his elder comrade 
Vyacheslav Menzhinsky, chairman of the OGPU”, what he 
should do if his coworkers whom he had trusted as he 
would trust himself were put in the dock. Menzhinsky wrote 
in reply that enemies of the people had been found in the 
Supreme Council of National Economy, the People’s 
Commissariat of Finances and in other high departments. 
Illegal practices, arbitrariness and repressions transformed 
command-and-administrative into administrative-punitive 
guidance. 

The atmosphere of suspicion, a direct consequence of 
this policy, harassed and unnerved people at all levels. 
Dzerzhinsky had asked several times to be allowed to retire 
on this account; Kuibyshev later made the same request. 
Ordzhonikidze, the future People's Commissar of Heavy 
Industry, recalled that he had learned about the reorgani¬ 
zation in 1932 of the USSR Supreme Council of National 
Economy into three people's commissariats not directly 
from the leadership but accidentally, from hearsay. 

V.Ch. Ordzhonikidze realized, however, that the form¬ 
ation of new people's commissariats was a correct step in 
improving industrial management, which helped to con- 
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centrate funds and efforts in the key directions of industrial 
development. Other measures taken in this direction were 
more precise and specific planning, the gradual transfer of 
heavy industry to cost-accounting, the reduction of money 
being issued to a minimum, and the expansion of the scale 
of industrial changes in the country's eastern regions. The 
mastery of new technology made it possible to reach the 
rated capacity of large-scale projects built during the first 
five-year period. A total of 4,500 new enterprises were put 
into operation. The growth (by 100 percent) of labor 
productivity played a decisive role in expanding production 
and in intensifying it. Gross industrial output grew by 120 
percent. At the beginning of the third five-year period 
(1938-1942) our industry as a whole became profitable. 

One of the vital results of the implementation of the 
industrialization policy in 1933-1937 was the ending of the 
Soviet Union's technical and economic dependence on the 
outside world. Our country practically stopped to import 
tractors, farm machinery and cotton. The cost of the import 
of iron and steel dropped from 1.4 billion rubles in the first 
five-year period to 88 million rubles in 1937. Our foreign 
trade had a favorable balance by the end of the second five- 
year period. The Soviet Union reached the level of industri¬ 
ally advanced countries in terms of the structure of indus¬ 
trial production, outstripped Britain, Germany and France in 
industrial output and was second in this respect only to the 
United States. 

A.G. The number of people arrested on the charge of 
making counterrevolutionary statements in 1937 was ten 
times greater than in 1936. It was at the same time, at the 
close of that tragic year, that elections to the USSR 
Supreme Soviet were held. They were conducted under the 
slogans of triumphant socialism, of the approval of the 
Party's policy. Our country had become the world's second 
power as regards gross industrial output. A record harvest 
was taken in 1937, and the transition was completed to 
universal compulsory primary education. 
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V.Ch. The newspaper image of the country of that time 
was one of tranquility which came to pass after the elimi¬ 
nation of class enemies, the doing away with saboteurs and 
Trotskyites. But this was a superficial impression. When the 
Party leadership of that time began to prepare elections on 
the basis of the 1936 Constitution it was aware of the 
political instability of the situation. The results of the voting 
were hard to predict. Among the possible opponents were 
very active and influential church forces; a considerable 
number of dispossessed kulaks (rich peasants) who were 
unlikely to be satisfied with the policy of the previous 
period; a great number of people expelled from the Party; 
small craftsmen in towns; and residents of isolated remote 
communities with their patriarchal customs and mores, who 
all were also going to vote. 

A.G. In short, the situation was grave. Should the elec¬ 
tions be conducted in a really democratic way, with the free 
nomination of candidates, they could be a gruelling test for 
the Party and reflect the people's real attitude to how the 
foundation of socialism was being built and to society's 
actual achievements by 1937. Molotov openly stated then 
that the Party's prestige was to undergo another trial by the 
population and that failures were certain to be expected in 
some places. 

What was to be done? How could the leadership retain 
the voters' confidence? Some members of the Party Central 
Committee openly declared that it was necessary to restore 
the genuine role of the Soviets and reverse the flippant 
attitude to Soviet laws, but, most important, to prepare 
themselves, the Party, and to stop publicizing the people's 
boundless trust in it. It was openly stated that the Party 
would not be able to conduct the election campaign if it did 
not observe intra-Party democracy and did not put an end 
to toadyism, nepotism and favoritism in its own ranks. 
Newspapers cited samples of the eulogization of some 
leaders. 

V.Ch. Many Central Committee members realized that 
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the sweet words of leaders no longer met with the response 
of the masses, that Party officials were unable to make true- 
to-the-facts reports to the rank and file, and that all of the 
Party's propaganda work had become feeble and insipid, 
avoided sharp angles and had acquired, in Nadezhda 
Krupskaya's^” words, a "balalaika deviation". 

In actual fact, however, the Party leadership proceeded to 
draw up various instructions, amendments and addenda, 
which were essentially unconstitutional, in an effort to 
stage-manage the elections to its own liking. The discus¬ 
sion of the Party's program at the elections was substituted 
by the discussion of countless procedural matters. The 
practices which we seek to end today were in fact taking 
shape in 1937 as a result of "emergency measures" and the 
inability to openly admit mistakes. Mistakes were admitted 
(as was generally typical of the leaders of that time) after 
the event, only in January 1938. But even then the blame 
for "mistakes", if the word may be applied to criminal deeds 
against the Party and the people, was shifted on to fun¬ 
ctionaries at the local level. 

The contradictions of the society which had entered upon 
the path of socialism gave rise to two trends, the democratic 
and the authoritarian. The authoritarian trend took the 
upper hand due to a certain combination of objective and 
subjective factors. But the socialist ideal continued to live in 
the minds of people, in socio-economic, political and ideo¬ 
logical structures. It was this ideal embodied in the labor 
exploits and achievements of millions of people and not 
Stalin's "emergency practices" that saved our society 
during the Great Patriotic War. It existed both as a social 
quality and a civic standard. 




A VALUE PRODUCED BY 
CIVILIZATION 


A.G. We marvel at wise nature which has supplied living 
organisms and their communities with extremely refined 
and sensitive self-regulating devices. But human society is 
the most complex organism in the universe and, as is 
logically expected, possesses effective and optimal, refined 
and reliable self-regulating systemic mechanisms. These 
universal human achievements are the product of 
civilization. 

Commodity production is such a mechanism in the field 
of economics. It may be classed among those marvellous 
inventions which are great, natural and inevitably born by 
I mankind, such as fire and the wheel. A producer captured 
by this amazing mechanism cannot help working intens¬ 
ively and making quality goods which directly meet the 
demand, for no one will buy any other things in conditions 
of competition. Nor can the buyer avoid efficient work, 
' because he is getting paid for it, and this saves him from the 
position of a beggar in an overflowing market. Such an 
economic structure operates automatically, "by itself", mo- 
' tivated by interest and the satisfaction of requirements. 

Commodity production is a ceaselessly functioning "heart" 
. of an effective economy. It has to be admitted at last that 
the undeniable economic and technological achievements 
of capitalism are the result not only of plundering "South 
and East", of intensified exploitation, but also of the effect 
, of commodity production. We should regard this positive 
potential as a valuable product of civilization. 

V.Ch. We should also frankly admit that commodity 
production has no worthy alternative as an effective self- 
J regulating economic structure. We should honestly recog- 
I nize that the attempts to introduce direct barter have ended 
r in failure and can bring nothing but "ration-card socialism" 
'I and "barracks communism" in modern conditions. Nor can 
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the system of centralized administration and management 
be a worthy alternative, because it gives rise to levelling and 
sponging. Such a system, necessary and efficient in the 
extreme conditions of a war or crisis, inevitably degenerates 
in conditions of normal economic life, by virtue of its 
organic laws, into a bureaucratically centralized system of 
stagnation, operating largely "for itself" and growing into a 
malignant tumor in society's economy. 

A.G. There is, in essence, no choice, and yet it is still 
necessary to answer at least two questions concerning the 
very possibility of constructing a specific phenomenon 
which socialist commodity production is. 

First: isn't it inseparable from the private ownership of the 
means of production? Doesn't it presume private property to 
be its indispensable basis? 

Second: doesn't commodity production have negative 
aspects deriving from the anarchy of the market, the abnor¬ 
mal enrichment of certain persons and other negative 
phenomena? 

Yes, it is inseparable and it does presuppose them, but in 
conditions of capitalism. In principle, however, commodity 
production has no need for private property. What it needs 
is that the producer—an enterprise, a cooperative, or an¬ 
other group of persons—should have proprietary indepen¬ 
dence expressed in so-called property rights, including the 
right of disposal. The right of property is indeed the extreme 
but by no means the only possible form of proprietary 
rights. 

V.Ch. The practice of socialist construction has crystal¬ 
lized a specific form of the proprietary rights of enterprises, 
which is quite sufficient for commodity production, the 
right of "operational disposal of a part of state property" 
(not the best of terms, I think; it would probably be better to 
say "the right of economic management" or something like 
that). A special form of proprietary rights, sufficient for 
commodity production, is also a lease contract which in- 
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eludes all the advantages of commodity production but 
does not make the lessee a proprietor. 

The negative aspects of the market can be avoided in a 
planned economy where strategic matters are decided by 
the "center", the socialist state and its top bodies. This can 
be achieved with the help of state investments, economi¬ 
cally privileged state orders, by regulating the ceilings of 
prices, bank interest on credits, leasing terms, and by means 
of a taxation policy; all this can ensure the satisfactory 
organization of socialist commodity production and prevent 
many of the flaws of such production in a spontaneously 
developing economy. 

Taxation, for instance, can be quite a powerful means of 
affirming social justice. One, two or three years may pass, 
during which we may get more knocks and bumps (as was 
the case with the tax on cooperators introduced in March 
1988), yet we will certainly learn to apply this effective 
financial instrument with skill to our advantage, on a firm 
basis of centralized standards. 

Finally, there is the law. What is there to replace the tens 
of thousands of departmental instructions which are now 
being abolished? How are we to regulate lease, the sale of 
goods on the market, credits, etc.? These questions are 
being asked by everybody, apparently oblivious of the fact 
that our country has quite satisfactory civil legislation with 
mechanisms specially designed for regulating commodity- 
property relations. It was enacted on Lenin's initiative (and 
corrected by him in order to affirm socialist principles) for 
the express purpose of legally substantiating commodity- 
money relations under socialism. This legislation, combined 
with a labor code and the right to social security, forms a 
sufficient legal basis for commodity production to develop 
into a system of socialist relations. 

In other words socialism is capable of eliminating the 
negative features of the private-capitalist model of com¬ 
modity production and market, including chronic massive 
unemployment, exploitation of the labor of others, the class 
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stratification of society, the widening gap of inequality, and 
the growing alienation of man from society and of people 
from one another (even though individual and partial man¬ 
ifestations of these phenomena are still possible). What is 
more, it is precisely socialism, in its new interpretation, of 
course, that is able to fully demonstrate the positive poten¬ 
tial of commodity production as a value attained by 
civilization. 

A.G. This is in fact what the Supreme Soviet and the 
People's Deputies of the USSR are now endeavoring to 
achieve. But how difficult every step in this direction is! Let 
us recall the discussion of the laws on property, on land, on 
lease, on taxation. But this was only the law-making stage, 
while a new economic mechanism can only be formed 
through putting the laws into practice. There is every reason 
to expect that the implementation of the laws will stir up a 
very strenuous and prolonged struggle around their prac¬ 
tical use. It seems that the full answer to the question why 
this is so now and will continue in the future cannot be 
obtained by analyzing only the situations of today and 
yesterday. We have already said that our present problems 
are rooted in the period of industrialization. It was then that 
the outline was drafted of the society which we are re¬ 
structuring today. But this restructuring is being done by 
people who are to a large extent the product of that period, 
even though most of them were born later and did not 
directly participate in industrialization. 

V.Ch. This is quite true. You and me, for instance, did not 
take part in it, but we imbibed the "truths" of that time with 
our mother's milk and regarded them as irrefutable axioms. 
All our coevals thought so, although many believe that they 
were much wiser than the rest and foresaw everything. This 
conceit is rather innocuous compared with the conviction 
of quite a few people that they are good enough as it is, that 
their thinking is already new and that they work excellently; 
that it is others who should change, while the conditions 
for those who are good already should be changed by 
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someone from the outside or from above. This view may be 
shared by the manager of a footwear factory, a technician 
at a television plant, a waiter at a cafe or a salesman. They 
are not disturbed by the fact that nobody wants to buy their 
shoes, that TV sets catch fire, the customer is unfuriated by 
the service at a cafe and the buyer leaves a store empty- 
handed. We are accustomed to irresponsibility for the re¬ 
sults of work. One can work well yet turn out poor goods. 
This pernicious delusion is not so easy to discard, especially 
( since it makes life more convenient and simple and its roots 
are deep. Both 60 years ago and only recently we sought to 
produce more, overfulfill output quotas, work from morning 
I till night. A doctor who received twenty patients was better 
than one who received only three. A hero of labor was a 
worker who made ten machine parts instead of one excel¬ 
lent part. A scientist who had published a hundred works 
stood a better chance of recognition than the author of one 
scientific publication, be it even the theory of relativity. The 
quantity of work prevailed over its quality at all levels. It 
was more important for a worker, a factory's personnel or a 
ministry to fulfill the plan, to attain good results of their 
own, than to satisfy a concrete social requirement. 

A.G. This was demanded by the command-and-admini- 
strative system of economic management which was formed 
during the years of industrialization. Some scientists claim that 
it was necessary and effective at that time. Be that as it may, 
today almost everybody agrees that this system has no future. 

V.Ch. The trouble is that it exists both above and inside 
each of us. It has to be got rid of if we really want to put 
things straight. Only then will we be able to make proper use 
of the colossal economic and intellectual potential the basis of 
which was laid in the years of industrialization and to avoid 
our former mistakes and deformations. While we do not reject 
ji the socialist choice, the socialism which we have begun to 

I build today will be, unlike Stalin's model, a humane, free and 

I sensible society. And here I fully agree with what Mikhail 
Gorbachev wrote in Pravda on November 26, 1989. 



Editors' Notes 

’ This was the first comprehensive long-term state plan 
for the rehabilitation and development of the Soviet 
republic's national economy, drafted in 1920 by the State 
Commission for the Electrification of Russia (GOELRO). 

^ The New Economic Policy (NEP) was launched in 
1921 after a decision taken by the 10th Party Congress and 
consisted of the replacement of food surplus requisitioning 
by tax in kind; permitted were private trade, small capitalist 
enterprises, state capitalism in the form of concessions, 
lease of small enterprises under the strict control of the 
state; transfer of state-owned industry to cost-accounting, 
etc. 

^ RYKOV, Alexei (1881-1938), after the October revo¬ 
lution a member of the first Soviet government, from 1924 
head of the government and from 1931 People's Commissar 
(minister) for Communications. He was a member of the 
Central Committee Politburo between 1923 and 1930. 

* PREOBRAZHENSKY, Yevgeni (1886-1937), a prom¬ 
inent economist, was a member of the Collegium of the 
People's Commissariat (ministry) of Finances. 

® The AUCP(B)—All-Union Communist Party 
(Bolsheviks)—was the name of the CPSU between 1925 
and 1952. 
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® TROTSKY (Bronstein), Lev (1879-1940), a member of 
the Communist Party (1917-1927). He was a member of 
the first Soviet government as People's Commissar (minis¬ 
ter) for Foreign Affairs and in 1918-1924 as People's 
Commissar for the Army and Navy and chairman of the 
Revolutionary Military Council. In 1923, Trotsky was leader 
of the intra-party opposition and from 1926, leader of the 
united opposition bloc. He was a member of the Party 
Central Committee (1917-1927) and a member of the 
Central Committee Politburo (1919-1926). In 1927, 
Trotsky was expelled from the Party and in 1929, deported 
from the USSR. 

’ The Supreme Council of National Economy of the 
USSR was the central body for the management of industry 
in the Soviet state (1917-1932). 

® The Civil War in Russia (1918-1920) was the struggle 
waged by the workers and peasants under the guidance of 
the Communist Party against internal and external 
counterrevolution. 

® BUKHARIN, Nikolai (1888-1938), one of Lenin's as¬ 
sociates, held leading Party posts after the October revo¬ 
lution; he was the editor of Pravda and a member of the 
Comintern Executive Committee. Bukharin was a member 
of the Party Central Committee (1917-1934) and a member 
of the Central Committee Politburo (1924-1929). 

KAMENEV (Rosenfeld), Lev (1883-1936) was a par¬ 
ticipant in the October revolution. After its victory he was 
chairman of the All-Russia Central Executive Committee 
(VTSIK) and deputy chairman of the Council of People's 
Commissars. 

" ZINOVYEV (Apfelbaum), Grigori (1883-1936), was a 
member of the Party Central Committee (1907-1927) and a 
member of the Central Committee Politburo (1921-1926). 

PYATAKOV, Georgi (1890-1937), was a participant in 
the October revolution. From 1920 he was deputy chair- 
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man of the State Planning Commission and of the Supreme 
Council of National Economy and chairman of the board of 
the USSR State Bank. He was also deputy People's 
Commissar for Heavy Industry. Pyatakov was a member of 
the Party Central Committee (1923-1927 and 1930-1933). 

KRZHIZHANOVSKY Gleb (1872-1959), was a Party 
official and statesman, a member of the USSR Academy of 
Sciences. After the October revolution he was in charge of 
the Soviet state's electrification program and chairman of 
the USSR State Planning Commission. 

War Communism was the economic policy which the 
Soviet government was forced to adopt as a temporary 
measure in the conditions of economic dislocation caused 
by the Civil War. The main elements of War Communism 
were nationalization of all large-scale and medium-scale 
industry and also of most small enterprises, maximum cen¬ 
tralization of the management of industrial production and 
distribution, complete prohibition of private trade, regu¬ 
lation of the population's supply with goods (ration-card 
system), universal labor service, and levelling of pay for 
work. When the Civil War ended it was replaced by NEP, 

YEZHOV, Nikolai (1895-1940), was the head of var¬ 
ious departments oftheAUCP(B) Central Committee. From 
1934 he was a member of the AUCP(B) Central 
Committee, deputy chairman and then chairman of the 
Party Control Commission of the Party Central Committee, 
a member of the Central Committee Organizational Bureau 
and of the All-Union Executive Committee. He held the 
rank of general commissar for state security (1937) and was 
People's Commissar for the Interior of the USSR (1936- 
1938). As the head of internal affairs agencies Yezhov was 
one of the main executors of mass repressions. Later he 
himself was arrested and shot. 

ORDZHONIKIDZE. Sergo (Grigori) (1886-1937), was 
one of the political leaders of the Red Army who took part 
in the struggle for the establishment of Soviet power in 
Transcaucasia. He was chairman of the Central Control 
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Commission and deputy chairman of the Council of 
People's Commissars (1926-1930). From 1930 he was 
chairman of the Supreme Council of National Economy and 
from 1932 People’s Commissar of Heavy Industry. 
Ordzhonikidze was a member of the Party Central 
Committee from 1921 and a member of the Central 
Committee Politburo from 1930. 

” MOLOTOV (Skryabin), Vyacheslav (1890-1986), was, 
in various years, beginning from 1921, a secretary of the 
Communist Party Central Committee, chairman and first 
deputy of the USSR Council of Ministers, and Minister for 
Foreign Affairs. He was a member of the Party Central 
Committee (1921-1957) and a member of the Central 
Committee Politburo (1926-1957). 

KAGANOVICH, Lazar (born in 1893), a Party and 
government official, participant in the February and October 
revolutions of 1917. In 1924 he was elected secretary of the 
RCP(B) Central Committee and again held this post be¬ 
tween 1928 and 1939. From 1934 he was chairman of the 
Party Control Commission of the AUCP(B) Central 
Committee, He also held the post of People's Commissar for 
Railways (1935-1944) and from 1937 he simultaneously 
held the post of People's Commissar for Heavy Industry. 
From 1939 he was deputy chairman of the Council of 
People's Commissars of the USSR; from 1946 deputy and 
in 1953-57 first deputy of the Council of Ministers of the 
USSR. Kaganovich was a member of the Party Central 
Committee in 1924-1957, member of the Organizational 
Bureau of the Central Committee in 1924-1926 and in 
1928-1946, a member of the Central Committee Politburo 
(Presidium) in 1930-1957, and a member of the All-Russia 
Central Executive Committee and the Central Executive 
Committee of the USSR. In 1957 a plenary meeting of the 
CPSU Central Committee removed him from the Central 
Committee Presidium and the CPSU Central Committee. 

OGPU—the United State Political Department—was a 
state security agency reorganized in 1923 from the GPU, 
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the State Political Department of the People's Commissariat 
of the Interior (NKVD). 

“ KRUPSKAYA, Nadezhda (1869-1939), Lenin;s wife 
and an active Party worker. After the October revolution she 
devoted herself mainly to public education. 
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